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.:over the next year. And doggomt after, watchmg

aIways

efp my; own beieaguereé portfoho

'T-__on CNBC piaymg on the TV screens in the background
.as the market. chved ‘another few hundred points. When
‘we figured out the state’s investment fund lost approxi-
mately $150 million during.the 45 minutes of my first
tntewiew, a.nd Iaskeci if maybehe should be'doing some-

thing other than talking to me, Caprio calmly said not to_

worry_:_“We’té in it for the lodg hail.”
D_uringloq'r.second interview, he predicted the market
would start heading back up soon, regaining 10-20%

arket __Eosses ﬂuetuate by a few hundred pmnts

g myse[f as a bnght thmker (a v1ew not ...
:nfzrmeé by fnends and family, 1 ¢oncede), T
;decmled : rhat gwen the current. économic maelstrom
-buffetmg out country, ‘who beteer to chat ‘witch than
-_.the state’s - ‘financial point man, State Treasurer Frank
'Capno Maybe he'd even offer me a free t:p OF WO 10

n interview wath Stai'e ‘,_'rreaisurer Frank Caprlo

.pa.ys_ for__h_is own _t_ravel. Proudly he points out his is the -
- only department that has lived within its budget for the

past two years and reiterated his commitment to fight for |
full spending disclosure of all stare government agencies, -
starting with his own in afew weeks. “Our goal isto iead
by exampie, promises Caprio. o

But his- biggest challenge, no doub, is deal:ng w;th_‘
the unpact on state finances under hls control from rhe :
national economic and financial crisis, :

‘Most challenging is a pension fund thar, whilé losing
value before Capric took office, has decreased in. value
from approximately $7.2B when he took office t0'$6.3B -
as of Nov. 1, a loss of 12.5%. “Our results are consistent |
w;th the- many states and large institutional investors -

:who aﬂocate approxsmately 60% of their portfolio-to.

e_qmtles,”_ _Capno_ said. Noting his “long haul” comments

and estimates for recovery, Caprio said thete is no need

to panic and make drastic changes in portfolio makeup.
“We have dene a natlonal competitive search and hired .

‘new consultants to asstst ‘the Stare Inve%tment Commis- :

I dldl‘l t see anyone

jum'pmg out wmdows
or pamckmg in any way

' 510n m 1ts asset allocauon, 1mplementatzon and money:
management selecuon deClSlOI‘IS e

Why isallthis'i lmportant to you and me? A lower pen-

= ‘sion’ fund value reans a required increase in state contri-
: \_'_butzons to: the. reurément fund (employee contributions
'are ﬂxed by state Taw). "Caprio said the use of a. fwe»year :
N average minimizes the impace from value decreases over:
- shore periods of time. While offering no specifics, CapnO*

said that further pension teform is needed beaause ihe

' _current system is “unsustainable.”

*Caprio’s ofﬁce, in conjunction with the SWAT i team,
had to chase down $62 million 'in state assets cun'ently :

¢ held in a U.S: Government Money Market Fund frozen |

by the U, S. Securities and Exchange Commlssmn (SEC)_ ;
in late September. The issue here was not money lost; .

o' bue money de[ayed by the: SEC to-handle problems in
B another fund. “We are receiving $20M within the ‘next

" “two weeks. As the rest of the government guaranteed

'.holdlngs in The Reserve’s Government Fund mature,

' addluonal payouts will be made, Capno said. |

State fmanctal issues and reduced ‘revenues have

'-'unfortunately ‘increased the state’s short-term cash

prio 'sald'-the state was not delaying any pay-
plte skeptacs like the’ ‘Governor, offered




_ average Rhode Islandets the opportumty to purchase tax
" anticipation bonds from the $350° mtll:on bond: issue.
“Rhode’ Island eitizens. purchasec! $25 " million in"the
- ‘recent’ saEe when pre-sale ‘estimates showed. that only
$2M wouid be soid o retaﬂ It was a huge success and
"because of the strong demand,” the- mterest rate was a
i Iow 2 20% which saved the state’ over. $3M in expected

"'had‘ 'to pay 4% mterest on bonds they 1ssued ;ust two
weeks prior to our own sale. Because the credic markets .
have been very volat:le, 1 thmk it’s appropmate that we

: foresee Iookmg to the feds for money Tike New York and

_:.Callfo_rma As. for the state’s. recent. bond downgrade S

: 'to due w1th a number 0f~th1ngs tied to weak rev-'.'j- o
enues, but that the small decrease shouldn’t have g

much increase on borrowmg

‘On anothcr front, C .pno Voiunteered & some-'_' PR

what controversial optmon th .-_the State cons' |

s1det pu:chasmg ﬁnancmilv troubled Twm Rwerf - _
asa’ last tesort, “The state lottery has run a very -
successful - Video Lottery ‘Terminal operation atj'-j_
"Twm Rwer ovet the years, currently netting’

_._'1t makes sense to control the real estate as, weil if the':- .
_current ‘owners- cant work out- their’ debt 1ssues wtth A
"theu: banks The Tesponse. from. mterested parties, has_. '

»-agamst mﬂatum, the actuai vaiu of t’ne pension fund
‘would. dectease lf itwere to }ust be in’ CDs and 1 money R
market. funds.__eThe State Pensxon Fund has’ averaged aver :
_8% annuall'f over the last 20 years. By bemg exposed w© :

oy
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